
the CQrporation woul~ act as the sole qeneral partner, ownin; a

SO.olt.partnership interest. Pursuant to the TOS Aqreement,

Tho~p50n qranted to 105, upon payment of $250,000, an option ~:

ac~~ire all o~ the stock in the Corporation tor $810,000.

C. The Second A:.n~ent modified the structure of the

li:ited partnerShip and provided that the corporation ~Qulc be

the sole qeneral partner, cwn\nq a 10.01' qeneral partne~shi~

interest, and that Thompson woul~ own a 40' limited partners~:~

i~:'e:-es~. Pl.::,s,t:ant to the S.cQn~ Amendment, upcn payme~~ o!

560,000 Th==pson qranted to 1DS the optIon to purchase the

general par~nership interest o! the corporation and his :i::~e~

partners~i? interest fer the total sum of $750,000.

o. Accell Atlan~ic has offered an Aqreement to The~ps:n ~:

F=:vi~e fc~ the eQ~s:ructiQn c!, switch maintenance ser\·i=e~ ~:~

an~ ether :atters pertainin; to the System (the "Aqree~en:": "

Par~;r~?h l6 of the Sec=r.~ A=end:ent, ho~ever, p~~e~s to

re~~ire T~==ps;n to e~tain TDS's prior approval before ente=:~;

int: the Aqree=ent, Which ap?r;val shall not be unreas:r.a::;"

.i:~~e:=. T:S has refused to approve the Aqre.ment, altho~;~ .•

has not qiven any reasona:le reasons for failinq to qive s~:~

approval. In addition, Tho=pson's FCC counsel has advise~

Tho:pson that the provisions of Paraqraph 16 of the Secor.~

~e~~en~ may be invali~ an~ unanfcrceable under FCC rules a~~

re;~~ations an~ that para;rap~ 16 shoul~ be stricken !re~ t~e

Se::~: ~en~~er.t i~ erder to protect T~o=pson's Application.



E. ThoMpson has d.~er:in.d that it would be in the bes~

i~~erest of the Sys~em an~ of all persons who are to own an

in~e~es~ in the System ~o enter into the Aqre.mentwith Amce~~

Atlan~ie, tha~ to ~o so will further his Application to the fCC,

and tha~ to fail to ~o so could j.opar~i%e his Application to ~~e

fCC. Accordinqly, Thompson h~t.nds to execute an~ deliver t~.e

Aqreeme~t, provide~ .\meell and .\mcell Atlantic in~.~nify Thc~~s:~

an~ t~e corporation and hold th.m harmle•• from claims, cos~s ~~:

liaci:ities as provi~.~ in this In~e=nity Aqr.ement.

NO~, THER!FORI, in consi~era~!on of the fe~eq:in;

F~e~ises and fer other qood and valua=le conside~a~i:n, Ar.ce::

a~: A=.:e:: At:an~ic, joir.t:y an~ sev.rally, aqree as !ollows:

1. Ij'jd,~~;";y. A::1eell an~ .\:De.ll Atlantic, joir.tly a~:

seve~ally, aqre. tc d.fend, inde=~i!y, an~ hcl~ The~psc~ a~= ~~e

Cc~rc~a~ier., an: .ach of the~, har:l.ss t:o~ all clai:s,

:ia~i:i~ies, 0~li9~ti:~s, s~i~s, causes of aeticn,

a~~:~is~~a~iv. p~=cee~inqs, losses, damaqes, eos~s and expe~5es

(i~::~~in9 ~easona:le att=~n,y fees) of every ki~d a~isinq'f~:~

0= =ela~ing to the exeeutien an: delivery cf the Aqr.e~er.~ :1

Tho=.pson and the corporation or the filing =y .\:Dcell or A::e::

Atlan~ic of any petition, request or other plea~inq or matte~

with the FCC. Without li~itinq the qen.rality of the foreq=:~;

A=cel1 and Amc.ll Atlantic, jointly and .everally, aqr.e:

Ca> To reimbu~se T~o:pson an~/or the Corpo=a~::~

for all at~orney fe.s reasona=ly incu~r.d by Thompson an~/o~ t~£

C:=po~a~ion i~ connee~ion wit~ ~he .xec~~ion of the Aqree~er.~ c:



in connec~ion with lawsuits, ad:inistrative hearings or

proceedings or any other li~i9ation or contest that might be

co~enced as a proximate result of the execution and delivery c~

the Aq~eement by Thompson and the Corporation:

Cb) To rei~urse Thompson and/or the Corporatic~

tor any su:s Thompson and/or the Co~oration may be required to

pay to TOS in the event TOS asserts any claim or files any

lawsuit or action against Thompson or the Corporation as a

proxi:ate result of their execution and delivery of the

Aqree:ent, inclu~ing a~y a~ount ~~ompson and/or the Corporatie~

pay in settleme~t of any suc~ clai~, suit or action and inclu::~;

any su~s received. by Thor-pscn under the TCS Agree:ent or Secc~:

A:.e~~r.ent whic~ Tho:pson is required to repay to ~~S: and

Ccl To pay to Thompson the-sum ef $750,000 in t~e

eve~t =he~?sen's App:icaticn is denied, directly or indirect:~,

as a pr:xi:ate result of the exec~tion of the Aqree=e~t ~y

=h==P5:~ a~: the cc~o~aticr. or as a proximate res~lt of ar.y

pet:ti:~, re~~e5~ or other plea:ing or r.atter filed :y A:.:e:: cr

A::e:: Atlantic .ith the FCC.

The p~ece~ing indemnification is given and effective only on the

con~ition that Thompson and/or the corporation Cas appropriate)

pro:p:ly notifi.s Amcell and Amcell Atlantic in writinq of the

asse~ion of any demand or claim or the filing of any lawsuit er

actien giving rise to an inde~i!ication obligation hereun~er.

an~ er. the fU~her condition that Tho:pson and/or the Corporat::~

coepe~~:es f~lly with Amcell an~ Amcell Atlantic in c=nnec~~:~



therewith, including giving Amcell and Amcell Atlantic sole

cor.~~ol over the defense and settlement of the same and to

nege~ia~e for any settlement or co:promise thereof: provi~e:r

ho~eve;, that (i) Amcell and Amcell Atlantic shall keep Tho=~s=~

an~/or the Cor~oration <as appropriate) fully informed as to t~e

status of such matter and shall furnish copies of all plea~i~;s

to Tho~pson and the corporation: (ii) neither Amcell ncr A=.ce::

At:anti= will have the power or authority to settle any such

rna~ter in a ma~ner which will result in any liability to

any c=~t=act or other ri;~ts of Thompson or the Co=roratio~: a~:

(ii~) ~h=:~SO~fS ccunsel will represent Thc~pscn befc=e the FCC.

2. TC;. Folle~inq execution of the Agreement, ~:e:l

ar.: A:.:e:l Atla~tic ag=ee that neither they, their affiliates,

ane/er A::ell Atlantic :ay file with the FCC a re~est that

FC:, i~ cor.nectien with a grant of ~~o=?son's Ap~licatior.,

-.... :

a===;!te the provisions of paragraph 16 of the Second ~~e~:~e~:.

Suc~ acknowledgement by Tho=pson shall not limit the

inde~~ification provided herein or the obligations of ~cell a~=

~cell Atlantic hereunder.

cor.stit~tes the entire understanding batwean the parties .ith

respect to the SUbject matter hereof, supersedin; all

ne;=ti~tio~s, ~rior discussie~s and preli:inary aqree~er.ts.



This op~ion A;reemen~ :ay no~ be chanqed or amended except in

writi~q siqned by all pa~ies.

4. A$siqu~e~;. This !nde:r.ity Aqreemen~ shall be

binci~q ~po~, and shall inure ~o the benefit ct, the assiqr.s a~:

estates of the individual parties, and their respective

aa~inistra~ors, executors or personal representatives, heirs O~

devisees, or successors in interes~.

s. COUnter;!;;s. This Incemnity Aqreemen~ may be

exec~te~ si=~~ta~eously in tvo or more counterparts, each of

~hic~ sha:l ee c.emed an oriqinal, but all of Which toqet~e~

6. G9ve;~;~; ~,~. This Inde~nity Aqreemer.t shall ce

g=ver~e: ~y the laws ef the Sta~e of Oreqon.

7. A.t;;~ev fees. In the event s~it or action is

ir.s~~t~:e: to enforce or ir.ter~ret a~y te~ cr provisio~ o~ :~~s

:~de~~~:y Aqree~e~~, the ~reva~linq party shal: be e~t~tled to

recover ~ro~ the losir.; party such a~o~nt as the court s~a:: :eE~

~= ~:l c~~er a=Q~~~S ~revic.~ ~y la•.

IN ~!:~tss ~~t~cr, A:cell ana A:oell At~an:ic ~ave



exeeuted this Indemni~y Aqreement in favor of Thompson and t~e

co~poration as e! the date first a~ove written.

AMtRICAN CtLLULAR NtTWORX COR?

BY~~_~__~~ _
Sidney Azeez, Chalr=.a~

AMCtLL OF ATLAN~IC CI7Y, :NC.

ay~~_~__~~ _
Sl~~ey Azeez, Cr.a~~~~

A:;r.z!:> AJ":J ACCtP':'t~:

~~~



executed th1. :nd.mr.i~y -'ir••••nt 1n favor of Thoapaon .n~ t.."'1e

cor,porat1on •• ot the date fir.t above vr1tten.

AHUlCA.H ctt.:.ta,,",~ N!TWOkX COP.P.

By ,JJt~p.._..-
Sidney X:O~~C~!-~"'1"2ft~a~n------

AHCtLL or -'T~N1%C CITY, INC.

lr:r.an

-'GREte AND ACCEPTEO:

tt.~!S ~OMPSON CORPO~:ION



~ N:l. l TO

J,rsey C'Ot;lCrlticns, haVin~ otti=-s It On, Bc!JJrcnt A~ue, Bala C'y':':~.•:.:.

PeMsylva.r.ia 19004. an~ EU.IS~ and EU.:S ~ON COlt.o:JP.~7:::;.

t~ .. t ar- ",_'''-...1 tl-- 1'.. t""l ""--.l'n-"· f'-.t'- r--.· ~ ..,.. w ••••WIiiI •• .J wwn .. - "'If _'-' _ ...

a;:•• as !Ollcvs:

~ollCN'in; nev ~ag:aj)." (d) tel SCticn 1:

(4) 'ro pay tCl 'n'nc"1I01\ W S\a of $1.500.000 ~n t~e r-'"t~,':.

~cn's au:..~or1Zation U) ccnst~ U. Sys~ is ~IC": ::.
the FCc:. directly or incUrectly as a ptcDCati :aWlt o! ': ~.e
u:ec:'Ution by 1b:m;=son 1lI.~ the COQClration of-AN:1:men: s: ..
to W A;r'"~t" daUCS U ot sept-=-: I, 1911, and SU~~

revcc:aticn is no lqe: ~ject to adllinistntiw or
jU~iei&l reccn.s~d.rat1.anor rwviev. .
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e. ~ used i:"l this Ind-=i:y A;rHmen:. al:
refe:e.~c:es herlln t~ the ..A;r....nt .. (U hulln a!::loY'e
de!:'~ed) sh&~l include all ~~==ents th&ret~.

3. nw I:=n::':\;lnt Oi::ion AqretlNnt is a:ne:"l~e~ by

ad~:'~; te 5ee'tien 1 the tellcvinq .e!~itic:mal "C);)tic:"\ £\o1!:,,\o;"

as clause tiv):

cr. (iv) ~ll Atlantic acquirel en er oe!o:e
5e;lt-=u 8, 1993, ~'I Q;lticn ri;hts \WSV the ':':lS
a;:'~:. as Uland~. or a=;uires aU er any per:=.=:'1 e!
~Icm 'I inu.ren in tha Sys~. frcm ':':lS atte: ~ has
cce:::'I~ su~ Oi'ticn rights.

..",

4 • o:t i Cl:'I P:'i:'e. In the ...-.nt ei the:' t."w ~se:"\

O;lticn or the AIzIc:I~ Q;luQn is cxarcil~, Allc:el1 A:lL~tle a;'="5
.. t= pay tQ ':'h=:;SO!'1 at the c:losing the .um ot em. Pi1ll:'=n Fi~C!

Hu.."\~~ ~~ and nc/100 ($1, SOO ,000 .00) . t)ollarl, ~"'"tic:ca:ely
r~ in tha .....oo:t Ule! to the extent that Am:e:l Atll:.::.:
a~:u 1.11 thL"\ ~en" ~tin 50 .01 per:'L~t interes:.
an~ le•• L"':Y S\mIS ;aie! te ~cn ~ any par:y et~ tha.~

"=ell er ~ll Atlantic ..!tar~~ 8, 1988 U\ ruj:le':":
et en. 1ntansu ac:'qIJin<! by AlD::ell Atlantic. Pay:&~t sr.a:.:. ":Ie
aCSe in fUll in i...Uatlly .vaiJ.~' tund.l, and shall be :.:.
aCS~i":icn tQ t.'W c:aMallaticn et tbI loans ~C'V'id~ ter in
~iCln 3. AlDC'all At1&n":lC alae a;nu to UI'l.IZIe at the e::s:.:o:.;
My MCS 1.11 eb11qationa et t."» S'yIUmo to vhich the inte:es-:.s e!
~CIn anCS/er the Cor;cratian that Alcell Atla.~::.e is
a~~ .y be ~j~.

5. 'nw ecnt~t O;ltian ~_nt i • .-nded ~ dlle: ~:'I;

In tha ewrtt IiU.. t.'w~ O;lticm or the Am:e:':
O;ltie-i i. cauCl'~, in aCSc!itien to payiD; to 'rt¥z:rIcn tha c;:::.on
J):'ic::e, AII::ell Atlantic .;net to pay n:tYUtia to ~cn
amU&lly fer tel.:: ywars aftar c:lca2.n; an .-:Nnt ec:ral te
SlOO ti.mH tha nit inc:reUI in All:ell~ C'l,Z,IteaarS, e:
at~='s cptiCX'1 uareiAJ:lle en or before tbe cJ.::)li:"l;, a
l~ sum ;ayme:"\~ et $700,000 in lieu ~t, in ei~,.: ease
;=:=rcrt~ona~alYr~ i..~ U. e'YWnt and to t..'w ~~t -:.:-.a: A..~:.:.

A~~~~::': a~~~:es less thL~ Thcc;sen's ~~ire SO.Ol pa::e~~ :~o;e:~!o;·
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6. nw CClntingat1t Option Agreement is IMnded by deletin;
frc:m the second SC\t-encw of s.:t.ion 5 thI l~;e fOllewing the
.1IIl.i-ec1cn tlegi.Ming with the vcrds -prClVided. b:NwYer ••• N

and S'Wbstitutin; the follMl)9 ~or:

prMCS~. howw'Wr tholt the -net incruse in Alll:ell
Syat_ C'UltanUS" detemJ.ned as of tbI tint anniY'UIIl'Y
of the closing ahall be the d1tf~ betvMn· the taUl
number of 5yst. t:1StcmUl as of that d.ate InC! the toUl
n\&tler of ~t.e:lDerl that AIIlcei.1 Atlantic haCS ••• re.elle:
on tM a.U Atlantic ceUular 5ya~ for the Atlant-ie: C1ty
HSA as of~r 30. 1987.

7. E:lcz:oa;it as IXi'ressly .et fo~h in thi. AIDen_n:,
the ta:ms and c:cncUtiona of tM Ind.ani ty ...Iallt &:ld
COntingent Option A.;rtcent .hall :.ain.ln fUll tore. &:lc5
etf~ wit.hcut modification.

IN wrINtSS WHEREOF, the parties banto haw CC8CUted an~

delivved this AlMnc=e."tt No.1 on thI date first &l=c:Iw vritten.

EIl.IS~ COPJlORATICfi

~,.~<~~
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DECLARATION OF ELLIS THOMPSON

I, ELLIS THOMPSON, hereby declare the following:

1. I am the President, sole shareholder and sole director

of the Ellis Thompson Corporation ("ETC"). I make this

declaration on the basis of my personal knowledge.

2. In 1986, I entered the FCC Lottery to obtain the

license to construct and operate a cellular mobile telephone

system in three different markets, including the Atlantic city,

New Jersey, MSA. I had learned about the Lottery from a broker

when I asked about the possibility of investing in the cellular

telephone industry. I thought the future looked very bright for

this industry and the opportunity to own a license to build and

operate a system was very intriguing to me. Although I had no

technical background in this industry, I believed that if any of

my applications were selected, I would have been able to hire the

necessary experts to assist me in constructing and operating a

cellular system.

3. Shortly thereafter, I entered into the CMS Agreement

with other applicants for the Atlantic city, New Jersey, cellular

system. The CMS Agreement provided that the ownership interest

in the application selected was to be divided among the

applicants. The selectee was to receive a 50.01% controlling

interest, and the other applicants would get a pro rata share of

the remaining 49.99%. The agreement also contained a provision

prohibiting the selectee from transferring control of the system
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without the approval of persons holding at least two-thirds of

the equity.

4. On June 13, 1986, I was named as the "tentative

selectee" for the Atlantic City, New Jersey, MSA.

5. Shortly thereafter, I entered into an option Agreement

with TDS, under which a TDS subsidiary (USCC) would design,

finance, construct and operate the Atlantic city system, sUbject

to my control, and would have an option to bUy my interest in the

Atlantic city, New Jersey, cellular system. After the FCC issued

new guidelines regarding control issues, we amended the option

Agreement to delete the requirement that USCC would design,

finance, construct and operate the system.

6. I then began to explore the alternatives for operating

the Atlantic city system in anticipation of a grant of my

application. Around January 1987, I began to have discussions

with Amcell about the possibility of switching the Atlantic city

system from Amcell's Motorola switch in the adjacent Wilmington

market. I learned that in order to develop a seamless system

that would allow customers to "roam ll to adjacent markets without

having their calls dropped, I would need to use equipment

compatible with the surrounding markets, which were using

Motorola equipment. This was a key issue because incompatible

equipment would put the system at a serious marketing

disadvantage with the wireline system of Bell Atlantic which had

contiguous coverage in New Jersey and surrounding markets.
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7. At the time, TDS was using Northern Telecom switching

equipment in its markets, and wanted me to use Northern Telecom

equipment in Atlantic City. However, Northern Telecom equipment

would not have been compatible with surrounding markets. TDS was

concerned about the prospect of entering into a switching

arrangement with Amcell, which might tie TDS into a Motorola

network after it exercised its option. The issue of network

compatibility was a source of great friction between TDS and

Amcell. Nevertheless, purchasing switching services from

Amcell's Motorola switch had four advantages.

8. First, all of the major markets in the Northeastern

urban corridor (i.e. Boston, New York, Baltimore-Washington)

utilized Motorola network equipment, including the Philadelphia

non-wireline system which was then owned by Metromedia.

9. Second, there were significant savings in purchasing

switching services rather than buying a switch.

10. Third, using Amcell's pre-existing switch allowed the

system to begin operations much earlier than if an independent

switch had to be ordered and installed. I wanted to avoid any

delay because the system's wireline competitor was already

operational, so delay would have increased the competitive

disadvantage.

11. Fourth, I was able to negotiate what was then a

financially favorable agreement for switch sharing ($.05 per

minute) .
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12. Amcell also offered to supervise the construction of

the system. Amcell seemed very qualified and agreed to construct

the system at a guaranteed maximum cost several hundred thousand

dollars less than TDS's lowest estimate.

13. Based on these marketing and economic considerations, I

entered into the Construction and Switching Agreement with

Amcell. That agreement was Exhibit 1 to my deposition. TDS

refused to consent to ETC's entry into the Construction and

switch Agreement.

14. When Amcell and I negotiated the Construction and

Switching Agreement, I wanted to be sure that the Atlantic city

system achieved compatibility as part of the maximum construction

cost guarantee offered by Amcell. Accordingly, my attorney

inserted language into the "Outline System Configuration"

attached as schedule A to the Construction and switching

Agreement specifying that the system would be "automatically"

part of the "wide area Delaware Valley non-wireline cellular

system. II This phrase, "wide area Delaware Valley non-wireline

cellular system ll was simply a vernacular description of the

competitive advantage sought by construction of an independent,

yet compatible system. The Motorola "DMX II feature (also

specified in the Outline System Configuration) permitted inter

system roaming and customer validation between adjacent systems,

including the Philadelphia system which was then owned by

Metromedia.

Page 4 - DECLARATION OF ELLIS THOMPSON



15. Although I was convinced that use of Amcell's

Wilmington switch was in the system's best interest, I was

concerned that TDS might take action adverse to me in court or

before the FCC. As a result, I entered into two other agreements

simultaneously with the execution of the Construction and

switching Agreement. Under the first, an Indemnity Agreement,

Amcell agreed to reimburse me for my litigation expenses related

to the TDS controversy and indemnify me if my application was

denied or my license revoked as a result of the execution of the

Construction and Switch Sharing Agreement or as the result of any

litigation instituted by TDS. I also entered into a Contingent

Option Agreement, which gave Amcell an option to bUy my interest

in the system in the event TDS did not or could not exercise its

option. These provisions were intended to protect me from any

adverse consequences of entering into the Construction and

Switching Agreement with Amcell, an action which I considered to

be in the system's best interest in light of threats by TDS that

it might take action adverse to me either in court or before the

FCC. These contingent agreements were not intended to transfer

control of the system, nor did they ever do so.

16. On June 24, 1988, the FCC granted my application to

construct and operate the non-wireline cellular system in

Atlantic City.

17. Shortly after entering into the Construction and

Switching Agreement with Amcell, Amcell was purchased by Comcast.

On JUly 7, 1988, my attorney, David Lokting, and I flew to Bala
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Cynwyd, Pennsylvania, to meet the Comcast CEO and some of the

personnel. I was impressed with the senior management of Comcast

personally, and with their qualifications and business success.

At the meeting, we discussed the possibility of having Amcell

(now a subsidiary of Comcast) manage the Atlantic city cellular

system once it was built. It was apparent to me that the system

would require a competent, on-site management team to carry out

the day-to-day operation of the system, because I did not have

the knowledge and experience to do so myself. We requested

Amcell to send us materials outlining Amcell's management

~xpertise and a detailed design plan.

18. Amcell seemed especially qualified to serve as the

manager for three reasons. First, Amcell was the owner of three

adjacent systems, and was a reseller for the wireline system in

Atlantic City, Thus, it knew the market, knew the competition,

and had an experienced marketing and administrative team already

in place.

19. Second, Amcell held a minority interest in the system

that it had acquired from original parties to the CMS Cellular

Settlement Agreement, so it had a large incentive to maximize

revenues and minimize expenses.

20. Third, Amcell was providing switching and maintenance

services for the system under the Construction and Switching

Agreement.

21. After considering various options, on September 8,

1988, we amended the Construction and switching Agreement to
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provide that Amcell would manage and operate the system, sUbject

to my oversight and control (the "Management Agreement") .

22. In September 1988, David Lokting and I travelled to

Philadelphia to discuss construction and costs of operating the

system. I viewed the potential cell sites and the installed

equipment for an Amcell neighboring system cell site. I also

visited Amcell's Wilmington switching facility. David Lokting

and I reviewed the detailed construction bUdget and after

discussing it with Amcell personnel, I approved it.

23. Shortly thereafter construction commenced. I received

regular reports from Amcell during construction, providing full

details of all construction expenditures. The agreement I

entered into with Motorola for the purchase of the equipment for

the Atlantic city cellular system is attached as Exhibit A. I

personally approved and signed all the checks for construction

expenditures. After construction was completed, the cash

disbursement policy was revised to make it more workable.

24. I also approved all cell site leases and tower license

agreements. The first approvals were in October 1988.

25. To finance the construction, I decided to seek a loan

with Provident Bank rather than seek financing through the

vendor, Motorola, or use the loan facility that had been made

available by TDS while the FCC application was pending. Amcell

introduced us to Provident Bank which at the time was Amcell's

own primary lender. Provident Bank was the leading lender to the

cellular industry during this period. In November 1988, David
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Lokting and I travelled to the East Coast to review the status of

construction and to meet representatives of Provident Bank. I

had my attorney, David Lokting, negotiate the finer points of the

loan documents after we had come to an agreement on the general

terms of the loan. I am the sole obligor on the loan. Amcell

did not guarantee the loan and it has not provided any financing

for the system's construction or operation.

26. The system became operational in July of 1989. The

system has been profitable every year since, and presently serves

and provides seamless coverage to well in excess of 10,000

customers, as well as countless roamers. Though I have long

expected that, depending on the outcome of the civil litigation,

either TDS or Amcell would exercise its respective option, it was

always my expectation that until the system was sold I would be

in a position to receive profits from the system. Accordingly, I

have consistently reviewed the system's performance and

implemented decisions to maximize its profitability. with the

exception of the cellular switch, ETC purchased and holds legal

title to all of the cellular equipment utilized in the system.

27. I have continued to oversee the operations of the

system. For example, after a discussion of the potential impact

on ETC of a decline in subscriber activity at reseller U.S.

Cellular, I authorized Amcell to hold informal discussions with

U.S. Cellular at the upcoming CTIA convention in New Orleans

during February 1992 on the possibility of ETC's purchase of U.S.

Cellular's resale customers. (Following Amcell's initial contact
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with u.s. Cellular on this subject, I advised Amcell that ETC

would deal directly with U.s. Cellular regarding possible

purchase of its resale customers.)

28. Every year I review the operating and capital budgets

and frequently suggest revisions. I reviewed the capital bUdget

for 1992, for example, questioning the need and timing of the

proposed capital expenditures before authorizing Amcell to build

two cells on ETC's behalf. I-determined that, although Amcell

favored sectorization of the cell sites, the system's best

interest required that we attempt, if possible, to manage the

cell sites without sectorization during 1992. I projected that

this decision would increase the system's cash operating margin

by $400,000 to $500,000 during 1992 without any negative impact

on service.

29. In July 1991, David Lokting and I reviewed and

discussed with Amcell a proposal for a major agency agreement

with Silo, Inc. I initially withheld my approval of the proposal

because, after reviewing the proposed agreement, I believed the

commission structure was too high. I did not grant my approval

until Amcell, at my insistence, provided a comparative analysis

of the costs of increasing the customer base through other

avenues.

30. In 1992, the system opened a retail sales and

installation center in the Shore Mall in Pleasantville, New

Jersey, a suburb of Atlantic City. I was heavily involved in the

project from the outset. In June of 1991, David Lokting and I
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traveled to Atlantic city to inspect the proposed lease site.

After approving the site, I directed Amcell to enter into

negotiations with the landlord. A proposed lease agreement was

presented for my consideration. After my counsel and I reviewed

the proposed lease, we had numerous concerns that needed to be

addressed. Despite a tight construction schedule, the lease was

not signed until these concerns were resolved to my satisfaction.

I reviewed and approved the $300,000 construction bUdget and

approved the financing for the retail site construction through

the Provident Bank loan facility. The construction contract was

prepared by my counsel, David Lokting, and was between ETC and

the contractor. ETC purchased, and is the sole owner of, all the

displays, furniture, equipment and telephones for the center. In

November, 1994, through my agents, I requested approval of a

distribution from Provident. My attorney, David Lokting,

provided all the necessary financial information to Provident.

David Lokting and I then met with Provident representatives to

discuss the request. Provident has now approved the

distribution, but the distribution has been put on hold pending

the resolution of this proceeding.

31. In December 1994, Amcell received a proposal from AT&T

to convert all of Amcell's cellular systems to AT&T equipment.

After extensively analyzing AT&T's proposal and reviewing

Motorola's equipment pricing and technology, Amcell decided to

convert all of its systems to AT&T equipment. Amcell made this

decision for two principal reasons: (1) AT&T offered very
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attractive pricing and payment terms for its equipment; and (2)

the AT&T switch platform was, in the jUdgment of Amcell's

engineering personnel, more advanced, technically superior and

less expensive to operate than Motorola equipment. In

particular, the AT&T switch platform was better able to

accommodate a conversion to digital technology. Accommodating

digital technology was especially important in contemplation of

new competition that is anticipated-to occur from opening up the

markets to PCS operators.

32. For these reasons, Amcell decided to switch its systems

over to AT&T equipment. This necessarily meant that it would

replace its Motorola switch in Wilmington with an AT&T switch.

since Amcell did not intend to operate a Motorola switch any

longer, ETC was presented with three options: (1) ETC could

purchase its own Motorola switch from Motorola (or a used switch

on the market) and install and operate its own switch in Atlantic

City; (2) Amcell offered to sell ETC Amcell's Motorola switch and

continue to operate the switch out of Wilmington; or (3) ETC

could convert to AT&T equipment and continue to purchase

switching services from Amcell, using Amcell's AT&T switch.

33. For similar financial and competitive reasons

considered by Amcell, I also decided to switch to AT&T equipment.

In addition, although ETC operating revenues were projected to be

sufficient to fully cover the capital expenditures required for

the switch to AT&T equipment, the other options would have

required additional expenditures to allow ETC to purchase its own
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switch and related equipment and facilities. The capital costs

of these options was approximately $2,000,000 greater than the

switchover to AT&T equipment, and ETC did not have projected

operating revenues sufficient to cover this additional level of

capital expenditure. Given the uncertainties created by the

Hearing Designation Order and this proceeding, these additional

capital expenditures would have been very difficult to finance

from other sources. Accordingly, there was an important cash

flow element that I took into consideration in making this

decision to switch over to AT&T equipment.

34. I am Ultimately responsible for all FCC filings

pertaining to the system. Amcell forwards any proposed

applications or other filings in draft form to my FCC counsel,

Fleischman & Walsh. They review the material, make changes as

required, and, after my final review and execution, make the

appropriate filing with the FCC.

35. I set all policy regarding the operation of the system,

inclUding, for example, the establishment of rates for local

customers and roamers. I also am in sole control of ETC's

prosecution of litigation involving TDS and Amcell before the FCC

and the courts. Amcell has never sought to impose its will on me

regarding my stance on litigation, and I have always chosen my

own path.
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I declare, under penalties of perjury under the laws of the

united states, that the foregoing is true and correct.

Dat~~.Q- , 1995.
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